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RENEWABLE ENERGY POLICY REVIEW

THE CZECH REPUBLIC

The Czech Republic is an important producer of hard coal. The Czech Republic has one of the lowest
energy import dependencies in the European Union, mainly due to its domestically produced solid
fuels. Imports are limited to natural gas and oil from Russia. The share of renewable energy sources
has also been increasing, although still below EU average. Coal is the main energy source for
electricity production. The second most important source is nuclear power.

KEY FIGURES
e The share of RES in total primary energy sources was 4.77 % in 2007.
e The share of RES in the gross final energy consumption in 2006 amounted to 6.2 %.

e In 2007, renewable electricity accounted for 4.7 % of gross inland electricity consumption,
and 3.9 % in gross inland electricity production®.

e In September of 2007 was initiated the mandatory addition biofuels (RME) to diesel fuel to a
minimum of 2% of the volume of the quantity put on the market in the Czech Republic. For
motor fuel the obligation to add biofuels is valid until 1. 1. 2008.

e Dependence on external energy supplies was of about 27.44 % in 2006°.

Technology Specific Figures:

The highest share of renewable electricity production in 2007 came from hydropower followed by
biomass:

e Gross electricity production from hydro amounted to 2 090GWh while the total
installed capacity amounted to 1 031MW.
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Gross electricity production from biomass amounted to 968GWh in 2007 (with an
annual increment of 237GWh).

The exploitation of biogas (215GWh) can also be viewed as a significant source of
renewable electricity.

Wind plants produced 125.11GWh in 2007. By the end of 2007, 113.8 MW of wind
power had been installed in the Czech Republic. In 2007, 10 projects with a total
capacity of 70.3 MW were put into operation.

Gross electricity production from photovoltaics was 1.8GWh. The total installed
capacity in 2007 amounted to 3.4MWp (only systems with licence).

Energy production from solar thermal was circa 152 TJ. The total area of glazed
collectors in 2006 was 130 000 m?.

Heat production from biomass amounted to 16 041 TJ (without households).

Heat production from biogas amounted to 1 009 220.5 GJ (including municipal and
industrial waste treatments plants, biogas stations, landfill gas).

In 2007, approximately six million tonnes of fuels for transport were placed on the
market in the Czech Republic, of which 36 900 tonnes were made up of biofuels.
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Figure 4 Share of individual renewable energy sources in electricity production in the Czech Republic in 2007
(source: MIT)

RES POLICY

RES TARGETS

Mandatory targets set by the Directive on the Promotion of the use of energy from renewable
sources

e 13 % share of RES on the final consumption of energy in 2020.

e Atleast 10% share of renewable energy in final consumption of energy in transport by 2020.
Indicative Target set by the RES- electricity European Directive from 2001°

e 8% share of RES on gross electricity consumption by 2010
Indicative Target set by the European Biofuels Directive from 2003*

e Biofuels consumption of 5.75% of petrol and diesel use for transport in 2010.

National Commitments

In 2004, the parliament of Czech Republic approved the national energy strategy setting targets for
2030:

e RES share in electricity production should reach 16-17% in 2030

3
Directive 2007/71/EC on the promotion of electricity produced from renewable energy sources in the internal electricity market.
Currently in force, sets targets up to 2010.

* Directive 2003/30/EC on the promotion of the use of biofuels or other renewable fuels for transport Currently in force, sets targets up to
2010, with indicative targets by 2005.



e RES share in the primary energy sources should reach 6 % in 2010 and 15— 16 % in 2030

RES POLICY INSTRUMENTS
Support for RES electricity

The Act No 180/2005 on the promotion of electricity produced from renewable energy sources,
which implemented the EU Directive 2001/77/EC in Czech legislation, entered into effect on 1 August
2005. Its key features are:

e Preferential connection to the grid. There is an obligation for operators of the
regional grid systems and the transmission system operator to purchase all electricity
from renewable sources

e the guarantee of revenue per unit of electricity produced over a 15-year period as of
the date a plant is put into operation

e the possibility of choosing between two support systems - minimum feed-in tariffs —
all the electricity produced can be sold to the relevant distribution system operator
green bonuses (premium on the market price of electricity) — electricity produced
from renewable sources can be placed on the single electricity market

e the support of electricity used for internal consumption (not supplied to the grid)

Feed in tariff and Green Bonuses

A feed-in system for RES-E and cogeneration came into force in 2002. This scheme only led to a few
new renewables installations. The RES Act adopted in 2005, extended this system by offering a
choice between a feed-in tariff (a guaranteed price) or a “green bonus” (an amount paid on top of
the market price).

e Feed-in tariffs apply to electricity supplied and metered at the delivery point between the
generating plant and the respective distribution system operators

e Green bonuses apply to electricity supplied and metered at the delivery point between the
generating plant and the regional system operators and supplied by the generator to an
electricity trader or eligible customer.

Producers can choose if they sell electricity for purchase prices or offer it to trader for ,,market-price”
and simultaneously get extra green bonuses — paid by the operator of Transmission System)

The “Energy Regulatory Office” determines the feed-in tariffs and the green bona each year in
advance. The prices may not be lower than 95% of the value of the year before. Prices are set on the
following assumptions:

o Return on investment of 15 years

o Prices are differentiated according to the renewable energy source

o Prices are differentiated by the year of commissioning



Resource Technology | Support level | Feed-in tariff or | Start year Duration [years that an
installed [€cents/ kWh] | premium? investor is entitled to
after Feed in tariff support]
1.1.2008
wind onshore Equivalent  of | Feed-in tariff 2008 15 years

9€cents/ kWh

for plants

commissioned

after  January

1st, 2007
Hydro small 6€cents/ kWh Feed-in tariff 2008 15 years
biomass solid 3 to 15 €cents/ | Feed-in tariff 2008 15 years

kWh
biogas 8to 14 Feed-in tariff 2008 15 years
PV 47 Feed-in tariff 2008 15 years
geothermal 16 Feed-in tariff 2008 15 years
wind onshore 6 Green Bonus 2008 15 years
Hydro small 10 Green Bonus 2008 15 years
biomass solid 1to 10 Green Bonus 2008 15 years
biogas 3to9 Green Bonus 2008 15 years
PV 44 Green Bonus 2008 15 years
geothermal 11 Green Bonus 2008 15 years

1 EUR = 29,135 CZK in February 2009

State programme for energy saving and the use of renewable energy sources

Investors in renewable electricity can receive aid from the State programme for energy saving and
the use of renewable energy sources. Subsidies from Part A of the programme (coordinated by the
Ministry of Industry and Trade) involve:
¢ Investment projects - they may cover a maximum of 40 % of capital costs, but no more than
CZK 2.8 million.

¢ Non-investment projects — they may cover a maximum of 100 % of capital costs, but no
more than CZK2.8 million.

Subsidies from Part B of the programme (coordinated by the Ministry of the Environment) may be a
maximum of 90% of the basis for the calculation of the aid in the case of local government units
(municipalities) and non-profit organizations. In 2007, subsidies for the support of renewable
electricity production totalling CZK 33.9 million were granted from the Ministry of Environment
resources and the Ministry of Industry and trade. Subsidies under Part B of the State Programme
may, in the case of businesses, amount to 40% of the capital costs.




Resource | Support level [%/total
investment]

RES-E 30% of investment
costs, subject to a
maximum of CZK 2.8

millions.
RES-E 90%
RES-E 40%

1 EUR = 29,135 CZK in February 2009

Tax exemption

Comments

Subsidies under Part A of the State Programme for the Promotion of
Renewable Energy Sources (administered by the Ministry of Industry and
Trade)

Subsidies under Part B of the State Programme for the Promotion of
Renewable Energy Sources (administered by the Ministry of the
Environment) for MUNICIPALITIES AND NOT FOR PROFIT SECTOR

Subsidies under Part B of the State Programme for the Promotion of
Renewable Energy Sources (administered by the Ministry of the
Environment) for BUSINESSES

No income tax is foreseen neither in the year of putting in operation renewable electricity plants nor

for the following 5 years.

Reduced interest rates
Resource = Support level [% reduction on interest rates] Comments
RES-E Credits equivalent to 35% of costs (interest-free) To non business entities
RES-E Credits equivalent to 90% of costs generally at an 19 interest = businesses

rate of 4% per annum over a 12 year period.

1 EUR = 29,135 CZK in February 2009

EU Structural Funds

From 2007, investors in renewable electricity production had the opportunity to obtain aid from the
EU’s Structural Funds via the Operational Programmes. The Operational Programme (OP) for 2007-
2013 focused — amongst other - on the construction and restoration of plants using RES.

OP Enterprise and Innovation (2007 — 2013)

Program Eco-energy - support is focused in addition to the utilization of renewable and secondary
energy sources to increase efficiency in the production, transmission and energy consumption.
Subsidies maybe a maximum of 50 % of capital costs, but no more than CZK 100 million.



OP Environment (2007 — 2013)

It is the second largest program in the Czech Republic. In 2007-2013 it offered 5.2 billion euros from
the Cohesion Fund and the European Regional Development Fund.

In 2007, 1 288 applications for grants were registered for a total amount in excess of 21 billion CZK.

Support for Heat

European Regional Development Fund-St at e Envi ronment al Fund (SFZP)

The Operational Programme for 2007-2013 includes the subsidy scheme “Exploitation of Renewable
Energy Sources”.

OP Environment:

Field support: 3.1 - Construction of new facilities and renovation of existing facilities in order to
increase the use of RES for heat production, electricity generation and cogeneration.

Sub-support:

3.1.1 Construction and reconstruction of heat sources using RES.

3.1.2 Construction and reconstruction of sources of electricity using RES.

3.1.3 Construction and renovation resources for the combined generation of electricity and heat
using RES.

The maximum amount of subsidy for one project in Sub-aid 3.1.3 may reach 100 million. 3.1.3 In sub-
projects will be accepted only where at least 20% - out of their own technological consumption - of
the heat produced is used. Projects with that use a minor amount of heat will be accepted in the
sub-support 3.1.2.

OP Enterprise and Innovation

As part of the Operational Program Enterprise and Innovation occurred on the 25th April 2007 on the
publication of the 1st Challenges Eco-energy program, which was intended only for small and
medium-sized businesses. The financial allocation from EU funds for the programme Eco-energy is
121.6 million Euro.

Increasing efficiency in the production, transmission and energy consumption:

- Modernization of existing energy production facilities to improve their efficiency

- -Introduction and modernization of systems of measurement and control

- Modernization, restructuring and reduction of losses in electricity and heat

- Improvement of the technical characteristics of heat buildings, with the exception of
family and apartment buildings

- Use of waste energy industrial processes

- Improvement of energy efficiency by introducing the combined production of
electricity and heat.

Support for Biofuels

Addition of biomaterial is obligatory for producers, distributors, importers.



Government Resolution No 1080 of 20 September 2006 provides for a minimum quantity of biofuels
in the range of motor-vehicle fuels without any subsidies or support from the state. On the basis of
this resolution, amendments were made to Act No 86/2002 Coll. on clean air protection. The
amendment to this act concerns the setting of a minimum amount of biofuels. Any person bringing
motor-vehicle petrol or diesel fuels into free tax circulation in the Czech Republic must ensure that
they contain at least a minimum proportion of biofuels. The amendment introduces the following
minimum values of biofuels blended with fuel:

e asof1January 2008, 2% of the total amount of motor-vehicle petrol fuel;
e asof 1January 2009, 3.5% of the total amount of motor-vehicle petrol fuel;
e asof 1January 2009, 4% of the total amount of motor-vehicle diesel fuel.

Support for all RES

Promoting energy crops in agriculture

The Programme “Promoting the cultivation of crops for energy use in 2007“was incorporated into
the national support programme, specifying the conditions for granting subsidies in 2007. The
objective is to promote the establishment and maintenance of standing crops for energy use with an
aid of CZK 3,000 per hectare. In this programme, stated energy crops must be grown specifically for
energy use. In 2007, 1,771 hectares were sown with energy crops and approximately CZK 5,314,000
were allocated.

Aid for the cultivation of energy crops is provided in all EU countries at EUR 45 per hectare for any
crop to be used for energy purposes. The conditions are governed by Governmental Order No 80 of
11 April 2007 laying down certain conditions for the provision of a payment for the cultivation of
energy crops. An uninterrupted plot of arable land with an area of at least 1 hectare must be used for
the cultivation of energy crops. Energy crops must be grown on the land as the main crop in the year
concerned. As from August 2007, applications for aid for the cultivation of energy crops on
approximately 59,920 ha had been registered.

o Support for cultivation of plants for energy purposes
In 2007, a total of CZK 3 000/ha was paid out to support the planting of plant crops
for use in energy generation (combustion). Support totalling CZK 5 123 250 was
granted for 1 800 ha.

o - Support for the planting of production and reproduction crops of fast-growing
wood species for use in energy generation



Sources:
European Commission Factsheets by Country
http://ec.europa.eu/energy/energy policy/facts en.htm

Member States Reports in the framework of the Directive 2001/77/EC on renewable electricity
http://ec.europa.eu/energy/res/legislation/electricity member states en.htm

Member States Reports in the framework of the Directive 2003/30/EC on biofuels
http://ec.europa.eu/energy/res/legislation/biofuels members states en.htm

Czech Energy Agency
WWW.czrea.org

Ministry of Industry and Trade
http://www.mpo.cz/default en.html

EurObserv’er Barometer
http://www.energies-renouvelables.org/observ-er/sig/eufores/sig.asp
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